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House Bill 5319 as enacted
Public Act 384 of 2004
Sponsor: Rep. Tom Casperson

House Committee: Transportation
Senate Committee: Appropriations

Second Analysis (11-4-04)
BRIEF SUMMARY:

House Bill 5319, enacted as Public Act 384 of 2004, amends Section 10 of Public Act 51
of 1951 (Act 51) to establish a Local Bridge Fund as a separate fund in the state treasury.
The bill states that "money appropriated to the local bridge fund and interest accruing to
that fund shall be expended for the local bridge program.” The bill indicates that "the
purpose of the fund is to provide financial assistance to highway authorities for the
preservation, improvement, or reconstruction of existing bridges or for the construction
of bridgesto replace existing bridgesin whole or part." The bill limits the distribution of
program funds to local highway authorities (county road commissions, cities, and
villages).

The bill establishes a process for the distribution of fundsin the Local Bridge Fund.

The bill aso repeals, effective October 1, 2004, Section 11b of Act 51 which had
provided for a Critical Bridge Fund/Program. As aresult, the bill effectively replaces the
Critical Bridge Fund/Program, established in Act 51 since 1972, with the Loca Bridge
Fund/Program.

The bill provides additiona funding for the new program. The Critical Bridge Fund had
received an annua $5.0 million earmark from the Michigan Transportation Fund (MTF).
Under provisions of the bill, the new Local Bridge Fund will receive an annual $5.0
million earmark from the MTF, plus an earmark of certain revenue from the Motor Fuel
Tax Act: aquarter cent of the gasoline excise tax in FY 2004-05 (equal to approximately
$12.7 million), and a half-cent of the gasoline excise tax in subsequent fiscal years (equal
to approximately $25.5 million in FY 2005-06).

The H-4 substitute, as passed the House, included a tie-bar to HB 5318. That enacting
section was not included in the bill as enacted.
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FISCAL IMPACT:

When the Motor Fuel Tax Act was amended in 1997 to increase the gasoline excise tax
from 15 cents to 19 cents per gallon, Act 51 was aso amended to earmark the related
increase in Michigan Transportation Fund (MTF) revenue. Under provisions PA 79 of
1997, one cent of the four-cent increase was earmarked for the repair of state trunkline
bridges.

Each penny of the Motor Fuel Tax Act’s 19-cent per gallon gasoline excise tax generates
approximately $50.9 million in MTF revenue (based on May 2004 estimates for FY
2004-05). By redirecting a portion of the one-cent earmark currently dedicated to state
trunkline bridges, HB 5319 would increase revenue for the Local Bridge Fund (a local
program), and decrease state-restricted State Trunkline Fund revenue by a like amount.
This redirection represents approximately $12.7 million in FY 2004-05 (based on a
guarter-cent of the gasoline excise tax), and approximately $25.5 million in FY 2005-06
and subsequent years), based on one-half cent of the gasoline excise tax.

Since the Local Bridge Program will be a competitive grant program, with awards based
on determinations of the Local Bridge Advisory Board and the Regional Bridge Councils
created in the bill, not all local road authorities will receive awards under the program. It
can not be determined in advance what specific local road authorities will get projects
funded under the program.

The redirection of funds from the state trunkline bridge program to local bridge programs
will affect the department's ability to meet its established bridge performance goals of
85% of non-freeway bridges and 95% of freeway bridges in good condition by 2008. At
an October 28, 2004 State Transportation Commission workshop, the department
indicated that it had met this goal for non-freeway bridges, but would not meet the goal
for freeway bridges without additional funding. The department proposed moving the
goa deadline from 2008 to 2012 and increasing program funding by $45.0 million per
year for the seven-year period, 2005 to 2012.

Note on Federal/State/Local funding -- Under the old Critical Bridge Program, funds
from the Critical Bridge Fund were used to match federal funds for local projects. The
source of these federal funds, made available to local road agencies by MDOT, was the
federal Highway Bridge Replacement and Rehabilitation Act. The department allocated
15% of these federal funds to local road agencies each year, amounting to between $18
million and $20 million.

Typically, construction costs for Critical Bridge projects were funded with 80% federal
funds, 15% state funds (from the Critical Bridge Fund), and 5% from local road agency
funds. In addition, the local road agency was typically responsible for 100% of
preliminary engineering (design, permits, etc.), right of way acquisition, and construction
engineering costs.

The additional state funds provided to the new Loca Bridge Program under HB 5319 are
in excess of the amount needed to provide a 15% match for the federal bridge funds
currently allocated to the program. It is not clear if the additional funds will be used to
increase the state share of project cost, or if some projects in the new Local Bridge
Program will be funded using state and local funds exclusively.
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Note on Diesel Fuel Excise Tax — As noted above, the 1997 amendments to Act 51
earmarked the four-cent increase of the gasoline excise tax. A subsequent amendment to
Act 51, PA 151 of 2003 (SB 539), changed areference to the Motor Fuel Tax Act so asto
also earmark a portion of the diesel fuel excisetax. HB 5319 would change the reference
to again earmark only the gasoline portion of the state’ s motor fuel taxes.

Fiscal Anayst: William E. Hamilton

m This analysis was prepared by nonpartisan House staff for use by House members in their deliberations, and does
not constitute an official statement of legidlative intent.

Analysis available at http://www.michiganlegisature.org Page 8 of 8



